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Current Trends 


Interest yield on the bellwether Treasury notes have dropped. Latest bid for the 
13-week notes was 9.02 percent. ..down from 9.60 a week earlier. The FHLBB lowered the 
rate it pays on its consolidated 60-89 day discount notes to 10.9 percent... from 11.25. 
These notes are sold by the Board to finance its mortgage-market operations. 


The Conference Board reports a substantial increase in authorizations of new capital 
outlays for plant and equipment by the Nation’s 1,000 largest companies. While much of the 
increase is concentrated in such industries as petroleum, nonferrous metals, paper, and 
chemicals... many durable goods manufacturers are likewise planning expansions. As would 
be expected... automotive and steel makers are not planning major new facilities at this 
time. 


The Chief Economist of the American Life Insurance Association estimates that a 
number of large life insurance companies have increased their direct investment in real estate 
by almost 20 percent since the first of the year. While their investments in bonds and 
mortgages continue to be the main outlet for the companies’ funds. . . equity investments 
have gone up... while the traditional mortgage investments have been reduced in the same 
period. The trend includes the very largest companies. ..and covers such projects as office 
buildings, shopping centers, hotels, motels, and apartment houses. 


The current drop in housing production has brought about a significant change in the 
proportion of housing starts that occur in the 10 largest metropolitan areas. The reduced rate 
was only 24 percent of the total... where ordinarily the majority of new starts occur in the 
10 areas. Chicago remained in first place... but with an almost 50 percent drop. . . while 
New York City, San Francisco, Houston, and Denver were not in the first 10 in the April to 
June quarter. In second place was Dallas. .. followed by Detroit, Tampa, St. Petersburg, 
Miami, Anaheim/Santa Anita/Garden Grove, Ft. Lauderdale/Hollywood, Phoenix, Atlanta, 
and Los Angeles/Long Beach. 


* 


Insured Muncipals Are Sold 


Municipal bond insurance. ..a relatively new innovation in the marketing of local 
government bond issues, is being used successfully by issuers and the investment community 
to market new bond issues at reasonable terms...in spite of an adverse bond market. 
Insurance companies recently approved over $40 million of protection for new issues of 
municipal bonds. The coverage was provided for both general obligation and revenue bond 
issues. The policies were issued by American Municipal Bond Assurance Corporation 
(AMBAC) and MGIC Indemnity Corp.... both subsidiaries of MGIC Investment Corp., 
Milwaukee. 


Frank C. Carr, AMBAC’s president, says the insurance protection was arranged by 
investment dealers to make it possible for them to market the bond issues at acceptable 
interest rates. 


‘‘We were told that without the insurance, several of these financings could not have 
been done under existing prejudicial market conditions,” said Carr. He said the insured issues 
were all offered and promptly marketed in late June and July. Carr said the insurance on a 
local government G.O. or revenue bond issue provides an absolute and noncancellable 
guarantee of principal and interest payments over the life of the issue. 





Building Trades Wages Rise 


Average hourly wage rates of unionized building trades workers in cities of 100,000 
or more rose 4.6 percent in the second quarter of 1974. ..the Labor Department reported. 
The second quarter increase was significantly above the 1.8 percent recorded for the second 
quarter last year and was the largest three-month rise since the second quarter of 1971. 


Over the year that ended July 1, 1974, the increase was 7.4 percent. . . well above the 
4.9 percent rise for the previous year. The wage rate gain was the largest since 1970-71. 


Union wage rates for the building trades averaged $8.16 an hour on July 1, 
1974... up 35.6 cents in 3 months and 55.8 cents in 12 months. 


When employer payments to health, pension, and vacation plans are added to the 
basic rate, the average becomes $9.55 an hour, up 42.1 cents (4.7 percent) in 3 months and 
71.0 cents (8.2 percent) in 12 months. In 1973, corresponding advances were 2.2 percent 
and 6.0 percent. The increases for the 12 months ending July 1, 1974: 


Hrly av. 
July 1, 1974 Cents Increase 


All trades $8.16 55.8 
Bricklayers 8.97 67.0 
Building laborers 6.31 48.9 
Carpenters 8.41 S13 
Electricians 8.96 53.0 
Painters 8.07 58.8 
Plasterers 8.32 59.0 
Plumbers 9.00 58.6 


* 
New Mortgage Study 


A study of new forms of mortgage financing that could ease homeownership for 
American families now priced out of the home-buying market will be undertaken under an 
$84,172 HUD contract awarded to the Sloan School of Management at the Massachusetts 
Institute of Technology, Cambridge. 


Under the contract... various alternatives to the fixed-rate, level-payment mortgage 
will be evaluated. The alternatives include mortgages linked to rates of inflation, variable- 
interest-rate mortgages and graduated-payment mortgages. The FHLBB.. . which is cooperat- 
ing with HUD is supporting this study... has already issued regulations permitting one form 
of graduated-payment mortgages by the Savings and Loan Association it regulates. 


Commenting on potential impact of the study, HUD Assistant Secretary for Policy 
Development and Research Michael H. Moskow said that a significant cause of the high 
interest rate that make mortgage payments high in relation to a family’s ability to pay is the 
lender’s anticipation of inflation. ‘““The lender adds to the interest rate which he sets at the 
beginning of the mortgage an inflationary premium to ensure that the payment he receives 5 
or 10 years from now will be large enough to offset the effect of inflation,” he explained. 
“But if the mortgage instrument provided for monthly payments which were adjusted to 
keep pace with inflation, the lender might be willing to charge interest at a much lower 
rate... perhaps as low as 5 or 6 percent. This. ..in turn... would make the family’s initial 
monthly payments much lower and would bring home purchase within the reach of a great 
many more families.” 


It is expected the study will be completed this Fall and that its findings will be 
discussed in a major conference of lenders and building industry leaders designed to provide 
guidance for future HUD and FHLBB policies. 





Ford Foundation Grants 


The Ford Foundation has recently made the following grants in housing and related 
fields: 


@ Housing Opportunities Council of Metropolitan Washington. .. $150,000 two-year 
supplement for a program to accelerate housing desegregation in the Washington, D.C. area. 
The Council’s staff, assisted by volunteer lawyers and student interns, encourages affirmative 
marketing of homes to minorities and affirmative recruitment of minority personnel on the 
part of the housing industry. It also works with government agencies to improve their 
planning and enforcement activities. For further information: William H. Dickerson, Director, 
Housing Opportunities Council of Metropolitan Washington, 1522 K St., N.W., Washington, 
D.C. 20005. 


@ University of Illinois. .. $50,000 one-year terminal supplement for research on the 
relations between architectural design of subsudized housing and subsequent tenant satisfac- 
tion. Funds will cover the costs of analyzing data and preparing a comprehensive report. For 
further information: John E. Cabally, Jr., President, University of Illinois, Urbana, Illinois 
61801. 


e@ National Committee Against Discrimination in Housing (NCDH). . . $400,000 two- 
year supplement for field services, research, and publications, and $491,000 two-year 
supplement for litigation aimed at promoting equal opportunity in housing. The litigation 
office, established in 1972, has focused on cases that establish important precedents in the 
fair housing field, require Federal agencies to meet their equal housing obligations, or hold 
promise for large-scale institutional reform. For further information: Edward J. Holmgren, 
Executive Director, National Committee Against Discrimination in Housing, 1425 H St., 
N.W., Washington, D.C. 20005. 


@ Rhode Island Housing Investment Fund. .. $26,180 over one year to help provide 
financial counseling and second mortgages to homeseekers contemplating moves that would 
promote racially integrated neighborhoods. The Fund is supported by the state Department 
of Community Affairs. For further information: Anthony Gomez, Jr., President, Rhode 
Island Housing Investment Fund, 19 Davis Street, Providence, Rhode Island 02905. 


* 


New Publication 


Community Planning for the Elderly. ..a study on the needs of the elderly in the 
planning of urban and rural communities. The 66-page report...intented for use by 
community planners in public and private agencies. ..relates the physical changes taking 
place, as a result of the human aging process, to community land use design. The report 
identifies the characteristics of the elderly population. ..summarizing current knowledge 
about their biological, psychological, and social capacities. Appropriate types of housing and 
community services are related to these characteristics. . . criteria are suggested for selecting 
elderly housing sites...and the questions of mixing the elderly by age, race, ethnic origin, 
income, and health are analyzed. Another concern is the effect of involuntary relocation. 


Copies of the report may be obtained for $3.75 in paper, or $1.45 in microfiche, 
from the National Technical Information Service, Springfield, Va. 22151. Specify accession 
number: PB 232 000/AS. 
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FYI 


American Bankers’ Association... Annual Convention... Honolulu, Oct. 19-23. 
Details: ABA, 1120 Cormnecticut Ave., N.W., Washington, D.C. 20036. 


George Washington University with the joint sponsorship of the Construction Industry 
Council on Energy Conservation and Optimization. .. Seminar on Energy Conservation for 
Commercial and Institutional Building. .. Washington, D.C., Oct. 22-24. Registration: Con- 
tinuing Engineering Education, George Washington University, Washington, D.C. 20006. 


Hardwood Plywood Manufacturers Association... Annual Fall Meeting. .. Montreal, 
Oct. 23-25. Details: HPMA, 2310 Walter Reed Drive, Arlington, Va. 22207. 


Architectural Woodwork Institute... Convention...New York City, Oct. 23-26. 
Details: AWI, 5055 S. Chesterfield Road, Arlington, Va. 22207. 


American Institute of Planners... Annual Convention. .. Denver, Oct. 26-30. Details: 
AIP, 1776 Massachusetts Ave., N.W., Washington, D.C. 20036. 


American Bankers Association... Minority Lending Conference. ..Chicago, Oct. 
27-29. Details: ABA, 1120 Connecticut Ave., N.W., Washington, D.C. 20036. 


Mortgage Bankers Association of America... Annual Convention... Miami Beach, 
Oct. 28-30. Details: MBA, 1125 Fifteenth St., N.W., Washington, D.C. 20005. 
(202/785-8333) 


Public and Private Debt * 
The Department of Commerce reports that total debt in the U.S.... public and 
private...at the end of 1973...came to $2.5 trillion. This was $256 billion... or 11.3 
percent higher than a year earlier. During the year...corporate debt rose 13.6 percent 
... public debt 6.4 percent...and individual debt 11.6 percent. The figures. . . in trillions of 
dollars. .. for the past 3 years are: 
Total public and private debt 1973 1972 1971 
Public debt 2.525 2.270 2.045 


Federal Government 593 557 .528 
Federal financial agencies 349 341 ae 
State/local governments 059 .041 .039 

.184 175 162 


Private debt 1.932 Efi 1.517 


Corporations 1.111 978 .869 
Individuals and unincorporated enterprises 821 .734 648 
Residential mortgages 374 339 305 
Consumer 180 157 138 
Business and farm 266 sad 204 
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